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Abstract 
Recent research has uncovered situations where the goal setting process in organizations can have unintended consequences, 
including instances where it has been associated with unethical behaviour.  This study tries to understand the situations in which 
an application of goal setting theory might lead to unethical behaviour.  Literature has shown that one of the possible factors 
influencing the relationship between goal setting and unethical behaviour is the way in which goals are set.  Interviews with staff 
directly involved with the goal setting process in a large Maltese bank indicated that a lack of employee participation in the goal 
setting process and the way in which rewards were tied to goal achievement could lead to unethical behaviour when promoting 
financial products.  Personality was also suggested as a factor influencing the possibility of engaging in unethical behaviour in 
this context.    
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1. Introduction 
1.1. Goal setting theory 
 
One of most empirically validated theories in the field of workplace motivation is goal setting theory (e.g. Locke, 
1968; Locke & Latham, 1990a), the basic tenets of which have been confirmed across a wide range of field and 
laboratory studies (see for example reviews by Ambrose & Kulik, 1999; Latham & Yukl, 1975; Locke & Latham, 
2013; Locke, Shaw, Saari, & Latham, 1981; and meta-analysis by Mento, Steele, & Karren, 1987; Tubbs, 1986; 
Wofford, Goodwin, & Premack, 1992; Wood, Mento, & Locke, 1987; Zetik & Stuhlmacher, 2002).  Locke and 
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Latham (2002) have estimated that by the end of the 20th century setting specific, difficult goals had been shown to 
increase performance on over 100 different tasks, involving more than 40000 participants in at least eight countries 
in both laboratory and field settings (see also Latham & Locke, 2006; Latham & Pinder, 2005; Locke, 1996). 
A number of moderators of the goal setting – performance relationship have been identified (Locke & Latham, 
2013).  These include feedback (Latham & Locke, 1991; Locke, 1996), and goal commitment (Latham & Locke, 
1991; Locke, 1996; Tubbs, 1993; Wofford, Goodwin & Premack, 1992).  Personality has also been suggested as a 
moderator, although Adler and Weiss (1988) concluded that setting specific and difficult goals masks the effects of 
individual differences.  Participation in goal setting had initially been thought to be more effective (Barrick, Mount, 
& Strauss, 1993; Locke, 1996), although later research has indicated that this is not necessarily always the case, and 
effective communication between management and employees seems to have a greater effect than participation itself 
(Locke & Latham, 2013; Zetik & Stuhlmacher, 2002).  Finally, the use of monetary incentives to increase goal 
commitment has been investigated in various studies (e.g. Lee, Locke, & Phan, 1997; Locke & Latham, 1990b; 
Wright, 1992).  Based on their extensive empirical verification in a variety of organizational settings, these 
principles seem to be universally applicable across contexts and job types.  However, it has been suggested that 
culture (Erez, 2013) may be an important influence in the way goal setting is understood and applied.  It is also 
being suggested that the consequences of any negative effects of goal setting may be more pronounced in certain 
industries.  In the light of the above, this study has examined the application of goal setting theory within the context 
of the Maltese financial services industry. 
 
1.2. Possible issues with the application of goal setting theory 
 
     Apart from having a very strong empirical background, goal setting theory has also been very influential in 
affecting popular management practice, for example in the development of the concept of Management by 
Objectives (MBO – e.g. Drucker, 1954; Roth, 2009; Tosi, Rizzo, & Carroll, 1970) and SMART (specific, 
measurable, agreed, realistic and time-bound) goals (Arnold et al., 2010).   Research has however also uncovered a 
number of potential difficulties in its application, including the narrowing of an individual’s focus to concentrate 
solely on achievement of the goal (Latham, 2004; Staw & Boetter, 1990), increase in risk taking behaviour (Larrick, 
Heath, & Wu, 2009; Latham & Locke, 2013), and competition between multiple goals, such as long term and short 
term organizational goals or organizational and personal goals  (Locke & Latham, 2002; Locke, Smith, Erez, Chah, 
& Schaffer, 1994).  The rewards systems usually associated with performance goals in this industry (Bonvin & 
Dembinski, 2002; Duska, 2000) might also lead to conflict between personal and organizational goals and 
encourage unethical behaviour for the achievement of organizational goals. 
 
1.3. The Maltese cultural context 
 
     Research in motivation has been traditionally criticised for focusing almost exclusively on the U.S. population 
(Ambrose & Kulik, 1999).  In more recent years, there have been a number of studies which have tried to 
understand cross-cultural differences in motivational techniques (Latham & Pinder, 2005).  Since this study has 
been carried out in a cultural context not usually studied, at this point I will introduce the salient features of this 
culture as they relate to it.   
     One of the most comprehensive and widely cited studies that on influence of culture on workplace values was 
conducted by Hofstede (2001).  Given the extent of Hofstede’s research programme and the number of studies 
confirming his hypotheses and extending his theories (Hofstede, Hofstede, & Minkov, 2010), there seems to be 
consensus that the underlying factors uncovered by Hofstede account for most of the variance underlying 
differences between cultures.  Hofstede’s initial analysis compared the 40 of the larger countries represented in a 
database of a large multinational company.  Most recently, Hofstede et al. (2010) have extended the number of 
countries compared to 93.  The influence of Hofstede’s models can be gauged by the large number of researchers 
replicating his research or developing new research instruments based on his model (Hofstede et al., 2010), and 
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therefore this model will be used as a framework to understand the rarely studied Maltese culture by comparing it 
with other cultures which might be more familiar. 
          Hofstede’s initial statistical analysis indicated that the values that distinguished countries from each other 
could be grouped into four factors, namely power distance (PDI), individualism - collectivism (IDV), masculinity - 
femmininity (MAS), and uncertainty avoidance (UAI).  While later studies have included other factors (e.g. long-
term orientation - Franke, Hofstede, & Bond, 1991; indulgence - restraint – Hofstede et al., 2010), this study has 
only considered the original four factors since these are the one used in most research studies.  It is important to note 
that in Hofstede’s framework, country scores on each dimension are relative not absolute and only intended to be 
used in comparison with other country scores (Hofstede, 2001). 
       Hofstede, Hofstede and Minkov (2010) have estimated the scores on the first four dimensions for Malta, using 
data from an unpublished doctoral dissertation by Hoppe (1990).  The scores are compared in Fig. 1 to the scores for 
Germany, as a fellow EU member, and the UK, which had colonised the country until the mid-1960s (and thus a 
high degree of cultural convergence can be assumed).   
 
 
 
 
Figure 1: Comparing Malta, Germany and the United Kingdom on Hofstede’s cultural dimensions 
 
Within Hofstede’s framework, the dimensions, which have usually been linked to motivational techniques, are 
individualism - collectivism (e.g. Erez & Somech, 1996; Leung, 2001) and power distance (e.g. Erez, 2000; 
Kurman, 2001; Leung, 2001).  The current study extends the available research base by examining motivators (goal 
setting techniques) in a culture, which is rarely studied. 
Taras, Kirkman and Steel (2010), in a meta-analysis spanning three decades and 598 studies, have found that 
individualism is positively correlated and power distance is negatively correlated to avoiding unethical behaviour, 
on both the individual and country levels.  The comparison graph above indicates that specific aspects of the 
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Maltese culture might predispose workers to act unethically in certain situations, such as when the application of 
goal setting techniques is not consistent with empirical evidence.   
 
1.4. The financial services sector 
 
     As can be seen from Fig 1., Malta seems to have a relatively low Masculinity score, indicating that the Maltese 
people give more importance to relationships and cooperation rather than to assertiveness and competition.  In the 
banking sector, this was traditionally translated into customer relationships based on building trust.  Customers 
would be serviced by the same bank official, which knew them personally, every time they needed to go to the bank.  
With the advent of HSBC, the large multinational which purchased one of the two existing large local banks in 
1999, the more continental and masculine corporate values of selling and profit came to the fore – Consiglio (2006) 
describes the major concern of the new bank as “selling, selling, selling” (p. 276).   
     One can therefore hypothesize that, to some extent, this adoption of a culturally different way of doing things 
might have been difficult to superimpose smoothly onto the Maltese culture, with its fundamentally different values.  
The new competitive target and sales oriented culture which bank staff had to embrace might have clashed with their 
traditional values of focusing on relationships and cooperation, or alternatively this new banking model might have 
attracted new staff who were more masculine (in Hofstede’s sense) in culture.  Both situations might have led to 
particular applications of goal setting theory, with the possibility of unintended consequences, such as unethical 
behaviour, arising from such applications.  
     There are two specific reasons for choosing the financial services sector as the context for this research.  First of 
all, the sector is highly regulated.  Any regulatory breaches lead to the organization in question incurring heavy fines 
and sanctions. In two recent cases in the UK, HSBC and Santander were fined £10.5 million and £1.5 million 
respectively, and ordered to compensate their clients to the tune of £29.3 million (FSA, 2011, 2013).  These fines 
were related to cases of mis-selling, as defined by the regulations.  It is possible that the goal-setting and reward 
procedures in place at the respective banks could have had some sort of effect on these situations, although this 
cannot be assumed. 
     Secondly, and much more difficult to quantify, is the possible reputational damage to the banks concerned.  Such 
breaches are highly publicised, not only on the relevant rregulator’s website, but also in the press and national 
media.  In a culture in which relationships and trust are considered essential values, and risk tolerance is very low, 
such negative publicity can have very adverse consequences for the bank in question, especially keeping in mind 
that ethical sales behaviour has been shown to lead to increased trust and higher customer satisfaction in this 
industry (Roman, 2003).  
     Most of goal setting research has focused on the positive outcomes of goal setting as a motivational technique.  
However, the usual short-term focus of goals might mean that their positive effects far outweigh the negative long-
term consequences in this specific industry and culture. 
 
1.5. Ethical decision-making and ethical behaviour  
 
     Having previously considered the possible influence of national culture on ethical decision-making and 
behaviour, one must also look at the other major source of influence on ethical behavior – individual moral 
judgement.  Narvaez, Getz, Rest and Thoma (1999) have shown empirically that while various authors have 
attempted to treat both theses constructs as manifestations of each other, thus reducing them to alternate 
explanations of the same underlying process, treating them as separate influences on moral thinking seems to 
explain the evidence better. 
     A number of models of ethical decision-making have been proposed (e.g. Grover, 1993; Jones, 1991; Trevino, 
1986).  Earlier reviews of the literature in this area (e.g. Ford & Richardson, 1994; Loe, Farrell, & Mansfield, 2000) 
focus on two general types of antecedents to unethical behaviour, namely individual and organizational factors (“bad 
apples” and “bad barrels”, according to Trevino & Youngblood, 1990).  More recent reviews and meta-analyses 
(e.g. Kish-Gephart, Harrison & Trevino, 2010; Trevino, Weaver & Reynolds, 2006) underline the complexity of the 
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relationships between all these factors and ethical decision-making and behavior.  Kish-Gephart et al., for example, 
include a third category of antecedents – characteristics having to do with moral issues (the “bad cases”).   
     Focusing more closely on individual ethical decision making and behavior, one of the most frequently used 
frameworks for analysis is Rest’s (1986) model.  Rest conceived the process leading to actual ethical/unethical 
behavior as a cognitive process made up of four, roughly sequential steps, namely moral awareness, moral 
judgment, moral motivation, and moral behavior.  Many empirical studies have since validated this model 
(Woiceshyn, 2011) although it is not universally accepted.  The first aspect of this model which is particularly 
relevant to my study is moral awareness (ethical recognition in the model of Jones, 1991), as it has been 
hypothesized that a decreased recognition of the moral components of an issue may increase the likelihood of an 
individual engaging in unethical behavior (Barsky, 2004; 2008; 2011).  Despite the above, it does not automatically 
follow that individuals fully comprehending the moral implications of their actions will necessarily act ethically.  
Bandura and his colleagues (e.g. Bandura, 1996; Bandura, Barbaranelli, Caprara, & Pastorelli, 1996) have described 
the process of moral disengagement as rationalizing away the internal controls usually activated to act in an ethical 
manner, by using one or more rationalizations (for example, moral justification and displacement of responsibility - 
see Ashforth & Anand, 2003, for an exhaustive list).  Barsky and his colleagues (Barsky, 2004, 2008, 2011; Barsky, 
Islam, Zyphur, & Johnson, 2006) have investigated these two processes and their relationship to goal setting in 
detail. 
     Ethical decision-making and behavior are particularly relevant in the financial services sector because of their 
possible implications, as already described previously.  Bonvin and Dembinsky (2002) have pointed out a number of 
relevant issues in this sector, including the need to for all players to recognize the roles and responsibilities of 
financial operators, the need for truthfulness, and the obligation to remunerate financial advisors responsibly so as 
not to encourage unethical behavior.  This last factor has been widely discussed in the context of the financial 
services sector, in academic journals (e.g. Bigel, 2000; Duska, 1999; Roman & Munuera, 2005; Schwepker & Good, 
1999), practitioner magazines (e.g. Bassett, 2007), as well as in an exhaustive report on the subject published 
recently by the Financial Services Authority (2013). 
 
1.6. Goal setting and unethical behavior 
 
     As far back as 1982, Pringle and Longenecker had already drawn attention to the possibility of the application of 
MBO being inherently unethical.  Following this article, despite concerns at the possible unintended effects of goal 
setting (e.g. Latham, 2004; Latham & Locke, 2006; Locke & Latham, 1990a), as well as a number of highly 
publicized corporate scandals in which goal setting was indicated as one of the possible antecedents (e.g. Enron – 
see Eichenwald, 2002; Sears – see Stevenson, 1992), an empirical analysis of the relationship between goal setting 
and unethical behaviour was only first reported twenty years later (Schweitzer, Ordonez, & Douma, 2004).  Basing 
their argument on the hypothesis that attaining a goal is in itself a psychological reward (e.g. Heath, Larrick, & Wu, 
1999) and therefore, by extension, failure to achieve a goal incurs psychological costs, they proposed that people 
falling short of their goals would be likely to unethically misrepresent their performance in order to achieve the 
same psychological reward.  In line with the findings of Kahneman and Tversky (1979) and Schweitzer and Hsee 
(2002) Schweitzer, Ordonez and Douma (2004) concluded that people with specific unmet goals were more likely to 
cheat than those asked to “do their best”, both in cases where incentives were provided and where they were not.  
The relationship between goal setting and cheating was particularly strong when participants were just short of 
reaching their goal.  While not explicitly stated in their paper, their methodology makes it clear that assigned goals 
were used in their study.   
     At the same time, in his unpublished doctoral dissertation, Barsky (2004) hypothesized that assigned 
performance goals can lead to unethical behaviour by decreasing the likelihood that people will recognize a problem 
as being ethical in nature (ethical recognition – e.g. Ferrell & Gresham, 1985; Jones, 1991; Rest, 1986) and/or 
rationalizing away the internal controls usually activated to act in an ethical manner (moral disengagement – e.g. 
Bandura, 1996; Bandura, Barbaranelli, Caprara, & Pastorelli, 1996; White, Bandura, & Bero, 2009).  Although his 
evidence did not support many of his proposed hypothetical links between goal setting and unethical behaviour, pot-
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hoc analysis suggested that some relationships were worthy of further study.  It seemed, for example, that more 
difficult goals were related to unethical decisions.  Further studies and theoretical papers by Barsky and his 
colleagues (Barsky, 2008, 2011; Barsky, Islam, Zyphur, & Johnson, 2006) suggested other aspects of goals which 
could increase the possibility of goal setting leading to unethical behaviour.  These include goal setting method 
(participative vs assigned goals), linking rewards to goal attainment, and the difficulty and specificity of goals.  
Individual differences, in particular goal commitment and conscientiousness, and organizational factors, such as 
ethical climate, were also hypothesized to have an effect on the relationship (Barsky, 2008).   
     Ordonez, Schweitzer, Galinsky and Bazerman’s (2009) implied that that the effects of goal setting need to be 
studied further, especially in realistic complex work circumstances.  This study attempted to start answering some of 
the questions raised in the above paper by applying goal setting theory to a specific cultural and organizational 
context. 
 
1.7. Conclusion 
 
     While goal-setting theory has been shown to be effective in increasing performance in most cases, its effects in a 
culture, which seems to be more prone to unethical behaviour need to be examined in further depth.  In particular, 
the application of the theory in specific contexts needs to be understood and examined in detail, to tease out subtle 
differences, which might have severe consequences.  The review above has indicated that personality, the way goals 
are set, and the way rewards are tied to goals may all have an effect on whether goals are pursued ethically.  The 
above relationships are explored in this qualitative study carried out by interviewing officials involved with goal 
setting in a major Maltese bank. 
2. Method 
     Since the main aim of this study was to understand how goal-setting theory is applied in a specific context in 
depth, a qualitative method of enquiry was warranted.  This involved interviews with staff in different roles at the 
bank concerned, all of which were involved in some way in the goal setting process. 
2.1. Participants 
An introductory email explaining the objectives of this study was circulated amongst all relevant employees at 
the bank through the bank’s internal mail system, and volunteers were asked to contact the researcher directly by 
email if they were interested in participating in this study.  Five bank staff members volunteered and were 
interviewed.  While the initial plan was to interview more participants, the very specific nature of the subject under 
enquiry meant that saturation was reached earlier than expected.  All participants were at management grade or 
higher.  Prior to each interview, participants were given an information sheet detailing what to expect from the 
interview, and they signed a consent form guaranteeing confidentiality and anonymity.  Further demographic details 
about the participants are being withheld so as not to compromise anonymity. 
 
 
2.2. Data collection 
Since a semi-structured interview was the format of choice for this study, an interview guide (Kvale & 
Brinkmann, 2009) was developed using topics suggested by the literature.  The topics concentrated on two main 
themes, namely a description of the goal setting process adopted by the bank, and the participants’ perceptions of 
and reactions to this process.  Follow up probes and open-ended questions were used when required.  Following a 
pilot interview in which the questions on the interview guide were checked for ease of understanding and amended 
accordingly, all 5 managers participated in an in-depth face-to-face interview ranging from 45 to 60 minutes in 
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length.  The author, who also digitally recorded and transcribed them, conducted all interviews.  All recordings were 
destroyed following transcription. 
 
2.3. Data analysis 
 
Content analysis of the transcripts was carried out according to the procedures suggested by Miles and Huberman 
(1994).   Codes obtained were combined into three themes, namely problems arising from the goal-setting process 
itself, personality and individual differences, and rewards tied to goal achievement. 
 
3. Results and discussion 
3.1. The application of the goal setting process at the bank 
 
The bank uses two types of goals in order to motivate its staff.    Behavioural goals are goals, which have to do 
with the development of the individual, and may include personal development goals, teamwork goals and academic 
goals.  The individual’s direct manager sets behavioural goals, and scoring them tends to be more subjective. 
Growth goals are objectively measureable performance objectives, such as the number of sales of a specific 
product per year or quality of customers brought to the bank.  The process for setting growth goals is more 
structured.  Utilising a process the bank calls cascading, the finance department first sets the overall budget for the 
bank, which includes the expected overall sales for the various products sold be the bank expressed a percentage of 
the previous year’s sales (e.g. increasing the sales of home loans by 6% over the previous year).  Before being 
finalised, the budget is discussed with branch managers, whose feedback is considered important as they are more in 
touch with the market, i.e. the customers concerned.  The budget is then cascaded (allocated) to all the branches.  At 
this stage, it is not necessarily the case that each branch is allocated the same percentage of the budget, as factors 
such as branch location and type of customer serviced are taken into account.  Branch managers are then responsible 
for cascading the budget amongst their staff, applying the same principles. 
At the yearly performance management meeting, the manager rates performance on each goal (both behavioural 
and growth) for every individual on a scale ranging between 2 and 5.  2 denotes unacceptable performance, 3 
denotes the attainment of the expected performance according to the budget, 4 denotes very good performance, 
while 5 denotes exceptional performance.  Yearly monetary bonuses are allocated to all staff having an average 
score of at least 3, with higher bonuses awarded to those achieving 4 and 5 respectively.  There seems to be an 
unwritten rule that each manager should allocate around 20% of 4s to its staff, with 80% getting 3s.  It is very rare 
that one gets a 5.  When asked whether this is just a rumour, which became accepted over time, two of the 
participants stated that human resources staff had approached them when they were allocating a larger percentage of 
4s, and asked to be stricter in their allocation. 
In general, it seems that the goal setting process in the bank follows sound theoretical and empirical principles.  
However, three situations, which can present an opportunity for unethical behaviour, have been identified through 
this study, and each one will now be discussed.  
 
 
3.2. Problems arising from the goal setting process itself 
 
A number of studies have shown that assigned and participatively set goals are equally effective, as long as the 
rationale behind the goal is clear to the employee (e.g. Latham & Saari, 1979a; Latham & Yukl, 1975).  Erez (2013) 
has suggested that participatively set goals enhance performance more in countries with low power distance scores, 
so the effect of participation should be low in a country like Malta with a high power distance score.  However, 
participation in goal setting can increase the understanding of how to perform a task (Latham & Saari, 1979b).   
Barsky (2004, 2008, 2011) too has suggested that assigned goals are more likely to lead to unethical behaviour.  
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Although all participants stated that they allow a degree of discussion with their staff when presenting goals, a 
higher degree of participation might lessen the incidence of unethical behaviour by enhancing understanding of how 
to perform the task and decreasing the possibility of individual moral disengagement (Barsky 2008, 2011) from the 
results.  
The perceived rule of only assigning scores of 4 to about 20% of staff is particularly distressing to one of the 
participants.  She stated: 
I am expected to set goals at the beginning of the year to all my staff.  Then, if a number of them exceed 
these goals, I cannot give them all 4 because I would exceed the quota.  Therefore I will have to give a 4 to 
the employee who did not gain it last year, in order to be fair, while another employee who worked equally 
hard and achieved the same goals cannot get a 4 because he/she has already got it last year.  I find this 
unfair and demotivating. 
One could also add that a possibility of engaging in unethical behaviour, consciously or subconsciously, in order 
to gain even higher bonuses the next year, may exist for some of these disgruntled employees. 
Finally, four managers spoke about the difficulty of finding the right balance between rewarding performance 
and effort, especially where there are mitigating circumstances for not achieving goals. 
 
3.3. Personality and individual differences 
 
Locke and Latham (2013) claim that there is little evidence that personality affects the success of goal setting.  
However Taras, Kirkman and Steel’s (2010) meta-analysis shows that job performance was predicted more strongly 
by personality traits than by culture, and neuroticism and conscientiousness have both been shown to be correlated 
to workplace motivation (Bipp & Kleingeld, 2011; Judge & Ilies, 2002).  One participant expressed her concern that 
highly ambitious people would not be good team players, and might be more prone to unethical behaviour in order 
to achieve assigned goals.  She stated that: 
Compliance with rules and regulations in selling and providing advice is very important in this sector.  
However, there are grey areas where one might still be acting within the rules, but behaving unethically 
towards customers.  Highly ambitious employees night present more risk to the company in this area. 
 
3.4 Monetary rewards tied to goal achievement 
 
Monetary rewards can be powerful motivators when tied to goal attainment (Latham & Locke, 2013).  However, 
the recent FSA report on financial incentives (2013) lists a number of specific instances where incentive schemes 
can lead to mis-selling.  The bank uses a system of fixed bonus payments according to the score attained.  Since part 
of the score is derived from objective measures (e.g. number of sales), it is easy for employee to be aware of how 
near or far they are from an objective point which will increase their bonus and, as   Schweitzer, Ordonez, and 
Douma (2004) have shown, proximity to a goal which has monetary incentives tied to it increases the risk of 
employees engaging in unethical behaviour in order to achieve the goal. 
 
 
 
4. Conclusion 
 
This study has shed light on the application of goal setting theory in a particular industry, the financial services 
sector, where ethical breaches carry severe consequences.  The in depth analysis of the way goal setting is carried 
out in a particular bank, through content analysis of interviews with various participants in the goal setting process, 
has shed light on the possibility that this process might be responsible for unethical behaviour in some situations.  
The study has a number of limitations however.  Carrying the study out in one particular bank means that its 
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generalizability is limited, and the effect of culture has already been noted previously.  The study has tentatively 
brought to light some relationships, but in order to reach more definite conclusions triangulation with quantitative 
data, ideally from experimental designs, is needed.  Carrying out similar studies in other cultures and institutions 
will also enhance the generalizability of the results 
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